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projects may not include commercial
spaces.

§ 891.680 Site and neighborhood stand-
ards.

The general requirements for site and
neighborhood standards for 202/162
projects are provided in §§ 891.125 and
891.320. In addition to the requirements
in §§ 891.125 and 891.320, the following
requirements apply to 202/162 projects:

(a) The site must promote greater
choice of housing opportunities and
avoid undue concentration of assisted
persons in areas containing a high pro-
portion of low-income persons.

(b) Projects must be located in neigh-
borhoods where other family housing is
located. Except as provided below,
projects may not be located adjacent to
the following facilities, or in areas
where such facilities are concentrated:
schools or day care centers for handi-
capped persons, workshops, medical fa-
cilities, or other housing primarily
serving handicapped persons. Projects
may be located adjacent to other hous-
ing primarily serving handicapped per-
sons if the projects together do not ex-
ceed the project size limitations under
§ 891.665(a).

§ 891.685 Prohibited relationships.
The requirements for prohibited rela-

tionships for 202/162 projects are pro-
vided in § 891.130.

§ 891.690 Other Federal requirements.
In addition to the Federal require-

ments set forth in 24 CFR part 5, other
Federal requirements for the 202/162
projects are provided in §§ 891.155 and
891.325.

§ 891.695 Operating cost standards.
The requirements for the operating

cost standards are provided in § 891.150.

§ 891.700 Prepayment of loans.
(a) Prepayment prohibition. The pre-

payment (whether in whole or in part)
or the assignment or transfer of phys-
ical and financial assets of any Section
202 project is prohibited, unless the As-
sistant Secretary gives prior written
approval.

(b) HUD-approved prepayment. Ap-
proval for prepayment or transfer will
not be granted unless HUD determines

that the prepayment or transfer of the
loan is a part of a transaction that will
ensure the continued operation of the
project until the original maturity
date of the loan in a manner that will
provide rental housing for the handi-
capped families on terms at least as ad-
vantageous to existing and future ten-
ants as the terms required by the origi-
nal Section 202 loan agreement and any
other loan agreements entered into
under other provisions of law.

§ 891.705 Project assistance contract.
(a) Project assistance contract (PAC).

The PAC sets forth rights and duties of
the Borrower and HUD with respect to
the project and the project assistance
payments.

(b) PAC execution. (1) Upon satisfac-
tory completion of the project, the
Borrower and HUD shall execute the
PAC on the form prescribed by HUD.

(2) The effective date of the PAC may
be earlier than the date of execution,
but no earlier than the date of HUD’s
issuance of the permission to occupy.

(3) If the project is completed in
stages, the procedures of paragraph (b)
of this section shall apply to each
stage.

(c) Project assistance payments to own-
ers under the PAC. The project assist-
ance payments made under the PAC
are:

(1) Payments to the Borrower to as-
sist eligible families leasing assisted
units. The amount of the project as-
sistance payment made to the Bor-
rower for an assisted unit (or residen-
tial space in a group home) that is
leased to an eligible family is equal to
the difference between the contract
rent for the unit (or pro rata share of
the contract rent in a group home) and
the tenant rent payable by the family.

(2) Payments to the Borrower for va-
cant assisted units (‘‘vacancy pay-
ments’’). The amount of and conditions
for vacancy payments are described in
§ 891.790. HUD makes the project assist-
ance payments monthly upon proper
requisition by the Borrower, except
payments for vacancies of more than 60
days, which HUD makes semiannually
upon requisition by the Borrower.

(d) Payment of utility reimbursement. If
applicable, a utility reimbursement
will be paid to a family occupying an
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